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ABSTRACT 
The purpose of this study is to investigate the factors which affect the stock prices of Textile 
composite sector of Pakistan during the period of 2005 to 2014. In study, the data of 12 textile 
companies have been used. The advance econometric techniques were used to see the impact of 
these variables. The impact of earnings and dividend per shares was determined by the using 
Multiple regression model. The study revealed that dividend per share and earning per share have 
positive and significant impact on stock prices. The study further found that positive relationship 
between dividend and earnings per share. 
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1. INTRODUCTION  
Securities exchange is an important establishment of an economy where exchange of stock 
happens. It is an arrangement of communication between all individuals that gives capable 
environment to purchase and offer stocks and securities, when a firm needs more capital it issue 
new shares for short or long periods with the investors point of producing benefit. Investor has one 
reason is to expand benefit wealth, to achieve the reason of wealth maximization, investors depend 
on some financial data and ratios to assess and dissect the distinctive stocks. Financial statements 
give this financial information to investors. Financial statements are only given by the organization, 
all organizations use these financial statements as one of the real medium of correspondence with 
the investors, like investors and creditors use the financial statements to assess the organization 
performance. 
The future earnings or stock prices are unpredictable and determine the value of the firm’s stock.  
Latest studies show that stock prices can be determined by a mixture of elements such as    
inflation, risk and firm size, stock price up and down pattern, public disclosure of financial 
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information. In the light of previous studies this attempt is aims to predict the stock price by using 
different financial ratio such as earnings per share and dividend per share. By using panel 
regression analysis, I determine whether the investors in textile sector can obtain effective prices by 
using different ratios that is dividend per share and earnings per share or not. The results of the 
study are important in expressions of forming investment strategies and market effectiveness.   
1.2. Objectives of Study 
These are the objective of this study 
1. To find out the impact of dividend per share on stock price. 
2. To examine the key factors that determines the stock price in textile composite companies. 
3. To find the relationship among various factors related to study. 
1.3. Problem Statement 
Stock price forecasting is the most widely researched topic in the field of finance, but question is 
remaining unsolved that whether any factors have any impact on stock price. Stock price 
forecasting always captured the financial analysts and investor’s attention. Today, the theory of 
stock price predictability has been turned into a widely accepted theory. One of the financial 
analysis techniques employed by financial analysts is the use of financial ratios. So, this study 
investigates the impact of earnings per share and dividend per share on the stock price. 
1.4. Research Question 
Does dividend per share have any significant impact on stock price? 
1.5. Significance of Study 
This research paper is an attempt to find out that how the stock price of textile companies gets 
affected by the dividend per share and earnings per share ratio and its effects either positive or 
negative on share price. After that researcher and both users of financial statements and investors   
come to know about the impact of dividend per share and earnings per share on stock price. 
2. LITERATURE REVIEW 
There are several studies which found the factors which has an impact on stock price, many of 
researchers were used the dividend per share, earnings per share and price to earnings ratio as the 
predictor of stock price.  Arslan &  Zaman (2014) studied the impact of dividend yield and price 
earnings ratio on stock returns. For study, they used dividend yield, price to earnings ratio and size 
of firm as independent variables while stock prices as dependent variable.  They used 111 firms 
that were registered in Karachi stock exchange with the period of twelve years from 1998 to 2009. 
They used fixed effect model and Hausman test. The results indicated that price earnings ratio had 
significant positive impact on stock prices. Furthermore, they revealed that dividend yield was 
significant negatively related to stock prices.  
Alroaia et al (2012) observed the relationship between price earnings ratio and stock return. They 
used 46 firms that were listed in Tehran Stock Exchange with the period of six years from 2001 to 
2006. For study, they used price to earnings ratio as independent variable while stock return as 
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dependent variable. Regression modal was adopted by the researchers which results indicated that 
positive significant relation between stock return and price earnings ratio.  
Dehavi et al., (2011) studied the relationship between financial variables and stock price. By taken 
Iran Khodro Company as sample for the period of 10 years.  Dividends per Share, earning per 
Share and Price to Earnings ratio as independent variable and stock price as dependent variable the 
methodology they have adopted was Fuzzy Regression method. The study suggests that there is a 
positive and significant relationship between earning per share and stock price and dividends per 
share and price to earnings ratio have negative significant impact on stock price of the said 
company.  
Emamgholipour et al. (2013) conducted research to inspect the impact of selected financial 
variables on the stock return. For study they used earnings per share, price to earnings ratio and 
ratio of market value to book value as independent variables while stock return as dependent 
variable. They used firms that were registered in Tehran Stock Exchange with the period of five 
years from 2006 to 2010. Regression model and F-Limer test was adopted by the researchers which 
results indicated that earnings per share has significant and positive impact on stock return and 
price to earnings ratio and market value to book value ratio have negative significant impact on 
stock return.  
The Impact of Accounting Information on stock prices with reference to Athens was analysed by 
Glezakos et al., (2012) they took the sample of 38 companies listed in Athens stock exchange, from 
the period of 1996 to 2008. They used regression and correlation model to analyse the correlation 
between the accounting information and stock prices. They used earnings per share and book value 
per share as independent variable while stock price as dependent variable. They suggested that 
earnings per share and book value per share have explanatory power in formation of stock prices.  
One more important research conducted by Haque et al. (2013) to inspect the impact of financial 
ratio on stock price, for study they used cash flow per share, price earnings ratio and return on 
assets as independent variables while stock price as dependent variable. They used only Reneta 
Pharmaceuticals Limited company as sample with the period of eight years from 2004 to 2011. 
Regression and correlation model was adopted by the researchers which indicated that cash flow 
per share; price earnings ratio and return on assets have significant impact on price of shares.  
Another helpful study to find out the predictability of stock returns by using financial ratios 
conducted by Karami & Talaeei (2012) in the study they used price earnings ratio, the ratio of book 
value to market value, dividend yield, and capital gain as independent variables while stock return 
as dependent variable. They took the sample of 66 firms that were enlisted in Tehran stock 
exchange with the period of eleven years from 1999 to 2009. Simple and Multiple linear 
regressions modal was adopted by the researchers. The results of study indicated that price earnings 
ratio, ratio of book value to market value had significant impact on stock return and study also 
indicated that capital gain and dividend yield have significantly affected by stock return.  
One more paper investigated the relationship of price earnings ratio and stock return Kheradyar et 
al (2011) conducted study to examine the stock return predictability by using accounting 
information. They used 100 firms that were listed at Malaysia stock exchange with the period of 
ten years from 2000 to 2009.  For the study they used dividend yield, earning yield and book to 
market ratio as independent variable while stock return as dependent variable. Regression model 
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generalized least squares method and Durbin Watson test was adopted by the researchers which 
results indicated that the financial ratios have high power to predict stock return.  
Khan et al. (2012) examined the financial ratios and stock return predictability in Pakistan. For 
study, they used to earn yield, dividend yield and book to market ratio as independent variables 
while stock return as dependent variable. They used the firms that were listed in Karachi stock 
exchange with the period of twelve years from 2005 to 2011. Simple and multiple regression modal 
was adopted by the researchers which results indicated that dividend yield and earnings yield ratios 
have direct positive relationship with stock return and book to market ratio have significant 
negative relationship with stock return. The study showed that financial ratios have power to 
predict stock returns.  
Menike  & Prabath (2014) examined the connection between financial variables and  stock price. 
The samples of 100 companies were selected listed on Colombo Stock Exchange for the time of 
2008 to 2012.  DPS, EPS and BVPS were taken as independent variable and stock price as 
dependent variable. The methodology they have adopted was single and multiple regressions 
model. The result revealed that there was EPS, DPS, BVPS were positive and had a significant 
impact on the stock price.  
Mgbame & Ikhatua (2013) conducted the research to find out the value relevance of accounting 
information in the Nigerian. For the study they used dividend per share, earnings per share and 
book value per share as independent variable and stock price as dependent variable. They take the 
sample size of 10 companies were listed in Nigerian stock exchange for the period of 2000 to 2010. 
The methodology they have adopted was GARCH models. The results indicate that DPS, EPS and 
BVPS have significant and positive impact on stock price.   
Nazir et al., (2011) examined the impact of dividend policy on stock price volatility in Pakistan. 
For study, they used dividend yield and dividend pay-out as independent variable while stock price 
as dependent variable. They took the sample of 75 companies listed in Karachi stock exchange 
from the period of 2006 to 2010. Fixed effect regression analysis was used which results indicated 
that significant negative relationship has between dividend yield, dividend pay-out ratio and stock 
prices. The study further showed share prices were settled by the dividend policy is very important 
in emerging economy like Pakistan.  
A study to inspect the impact of dividend policy on stock prices done by the Nawaz et al (2010) for 
study they used dividend yield and pay-out ratio as independent variable while stock prices as 
dependent variable. They took the sample of 73 firms listed in Karachi stock exchange from the 
period of 2003 to 2008. Fix effect and random effect model regression analysis were used which 
results showed that dividend yield and pay-out ratio have significant impact on the share price 
volatility. 
 Olugbenga & Atanda (2014) in this study, attempt had been made to find out the impact of 
financial information on stock prices in Nigeria. For study, they used earnings per share, dividend 
per share, book value per share and cash flow from operation as independent variable while stock 
prices as dependent variable. They used the firms that were listed at Nigeria stock exchange with 
the period of twelve years from (1992-1998) (2005-2009). Trend analysis technique was used by 
the researcher which results indicated that accounting information have direct impact on stock 
prices of companies listed in Nigeria. Olugbenga & Atanda (2014) examined the accounting 
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information in Nigeria.  They took the sample of 57 firms listed in Nigeria from the period of 1991 
to 2010. EPs, DPS, BVPS and cash flow from operation (CFOPS) were used as independent 
variable while stock prices as dependent variable. Generalized Least Squared (GLS) regression 
methodology was used, which results indicated that above mentioned variables have significant 
relationships with share prices.  
Another useful study conducted by Perera & Thrikawala (2010) studied the importance of financial 
information for investment decisions, for study they used earnings per share, earning yield, and 
price on equity as independent while stock prices as dependent variable. They took the sample of 6 
banks operated in Colombo Stock Exchange (CSE) from the period of 2005 to 2009. By using of 
regression and correlation model the results indicated that significant connection between 
accounting information and stock price. Further study revealed that the investors consider the 
accounting information in making the decision stock market decisions were significant correlated 
with stock price. 
 Shehzad & Ismail (2014) tried to find out the impact of accounting information on stock prices. 
They took the sample of 19 banks listed in Karachi stock exchange from the period of 2008 to 
2011. They used earnings per share and book value per share as independent variable while stock 
price as dependent variable. By using regression and correlation model they suggested that stock 
prices get affected by earnings per share and book value per share, and study also suggested that 
they were strong and negative correlation exist between earnings per share and book value per 
share. 
 One more paper investigated the value relevance of accounting information and share price in Sri 
Lanka by Vijitha & Nimalathasan (2014) used earnings per share, net assets value per share, and 
ROE and price to earnings ratio as independent variables and stock price as dependent variable 
with the sample size of 20 companies listed in Colombo Stock Exchange from the period of 2008 
to 2012. By using regression and correlation model they suggested that EPS, NAVPS, ROE and 
P/E ratio were significant correlated with stock price. Wang et al., (2013) conducted the research to 
find out the value relevance of accounting information in the Sri Lanka.  In the study they used 
earnings per share, accounts receivable turnover ratio, rate of price, liquidity ratio, quick ratio 
inventory turnover ratio and price earnings ratio as independent variable while stock prices as 
dependent variable. They used 60 listed companies in Shanghai Stock Exchange for a single period 
2011. By using Regression and correlation model, they found that positive relationship between 
accounting information and stock price and EPS and ROE have significant correlation. 
Zeytinoğlu et al (2012) examined financial ratios in Turkey, they used EPS, price to earnings ratio 
and market to book ratio as independent variables while stock price as dependent variable. Sample 
was based on 6 insurance companies scheduled in Istanbul stock exchange with the period of ten 
years from 2000 to 2009. Panel Regression methodology was adopted by the researchers which 
results indicated that EPS had significant impact on stock price. They also indicated that price to 
earnings ratio and market to book ratio had significant impact on stock prices. 
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3. RESEARCH METHODOLOGY 
3.1. Methodology 
Panel data methodology using random effect model have been used in this study to see the required 
impact. In this section sample, data, time period of this study and model specification has been 
discussed briefly.  
3.2. Model 
SPit = β0 + β1 (DPSit) + β2 (EPSit) + e 
Where; 
SP = Stock price 
β0 = Intercept (Constant) 
DPS = Dividend per share 
β1 = Slop  
EPS = Earnings per share 
e = Errors  
3.3. Model specification 
Panel data methodology has been used to examine the impact of earnings yield and dividend yield 
on stock price. The selection of appropriate model was based on Hausman test.  
H0: Random effect model is appropriate 
H1: fixed effect model is appropriate 
3.4. Population of study  
The total population of this research about the 55 companies of textile composite listed in PSE. 
3.5. Sample 
The sample size for this study is based on Textile composite companies listed at Pakistan Stock 
Exchange. For the purpose of present study data is collected for the sample size of 12 textile 
composite companies listed at PSE.  
3.6. Time period 
The time period of this study is 10 years from 2005 to 2014. Only those companies were selected 
which continuously pay dividend and performed operation during the specified period. 
3.7. Data source 
The required yearly data was collected from Pakistan Stock Exchange and Business recorder 
website. 
3.8. Hypotheses 
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For this purpose, four different hypotheses are to be made with respect the independent variable 
because all of variables have their separate and different impact on stock price. 
Ho:  There is no significant impact of dividend yield on stock price. 
H1: There is significant impact of dividend yield on stock price.  
H2o: There is no significant impact of earnings yield on stock price.  
H21: There is significant impact of earnings yield ratio on stock price.  
4. RESULTS AND DISCUSSION 
4.1. Descriptive Statistics 
Table I: Descriptive statistics 
Variable Obs Mean Std. Dev. Min Max 
SP 120 62.09125 54.97096 4.82 345.78 
EPS 120 14.21205 20.32099 -9.65 97.75 
DPS 120 1.999583 2.638695 0 12.5 
Table I shows descriptive statistics includes values of mean, minimum, maximum and standard 
deviation.  The average stock price of shares of textile companies during ten-year study period 
(2005 to 2014) is 62.09 and standard deviation is 54.97. The highest value of stock price is 345.78 
and lowest value of stock is 4.82 during the study period. The mean value of earning per share is 
14.21 with the standard deviation is 20.320. The highest value of earnings per share is 97.75 with 
the lowest value is -9.65. The mean value of dividend per share is 1.99 with the standard deviation 
is 2.63. The highest value of dividend per share is 12.5 and its lowest value is 0. The total number 
of observations is 120. 
4.2. Correlation Analysis 
Table II:  Pearson’s Correlation Coefficients 
 SP EPS DPS 
SP 1.0000   
EPS 0.5885* 1.0000  
DPS 0.6379* 0.7459* 1.0000 
   *significant at 0.05 
Dividend per share ratio is significant positive correlated with stock price which means 
that increase in dividend per share ratio results in increase in stock price. Earnings per 
share has week correlation with the stock price it means that any change in one variable do 
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not affect the other. Dividend per share has significant positive correlated with earnings per 
share which means that increase in dividend per share results in increase in earnings per 
share of sample companies of textile sector. 
4.3. Regression Analysis 
This part provides the regression results by using panel data estimation. By using random effect 
model these results that are obtained. In table II estimation of the regression model by using 
random effect in which dividend per share has significant impact on stock price and earnings per 
share has insignificant impact on stock price.  
Table II:  Fixed effect model 
Stock price coefficients Std. Err. T value  P value 
DPS 8.4087 2.1334 3.94 0.000 
EPS 0.00610 0.2953 0.02 0.984 
Cons 45.1906 4.8283 9.36 0.000 
 R2 = 0.4078 F Prob value = 0.000 N = 120 
In the above table, dividend per share has positive significant impact on stock prices because the 
probability is less than 0.05, and coefficient related with DPS is 8.408 which means that increase in 
one unit in dividend per share cause 8.408 unit increase in stock price.  On the other hand, EPS has 
insignificant impact on stock prices which means that earnings per share fails to explain any effect 
on stock prices and coefficient related to EPS is very low in value. The value of constant is 45.190 
which means that if all independent variable will remain zero the value of stock price will be 45.19 
unit. The value of R Square is .4078 which means that 40.78 percent variation of stock 
prices has been explained by the variation of two independent variables which are dividend 
per share and earnings per share. The value of F prob is 0.000 which shows that overall 
model is significant for the study.  
5. CONCLUSION  
In this study I investigate the impact of dividend per share and earnings per share on stock price of 
12 textile companies listed in Pakistan stock exchange by using panel data analysis techniques for 
the period of 10 year from 2005 to 2014. Dividend per share and earnings per share were used as 
independent variable while stock price as dependent variable. The results of this study support our 
hypothesis that is significant positive impact of dividend per share on stock price. Earnings per 
share have no impact on stock price. 
This study also revealed that dividend per share and earnings per share have strong relation with 
each other. This means that if firm pay more dividend it will generates more earnings on its shares. 
And our results support dividend relevance theory. 
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